







































































VIII. Estimated State Tax Revermue from the Center

This section presents estimates of the gross and net increments in
state tax revenues generated by the proposed Minnesota International
Center. Incremental revenues are estimated for the following project
components:

1. Sales and use taxes on building materials and capital equipment
2. Sales taxes on net increases in retail sales

3. Corporate income taxes on net increases in business activity

4, Personal income and sales taxes from net increases in employment

The gross and net tax revenues for each of the first ten years of the
project's life are presented, by source of revernue, in Tables 11 and 12.
As throughout this report, the net figures are based on the net revenue
and job estimates made by subtracting the consultant's displacement
estimates from the gross figures. The ten-year total for gross taxes
created by the project is $755.1 million; the net figqure is $509.5
million.

TABLE 11

ANNUAL GROSS INCREASE IN
PERSONAL INCCME AND SAILES TAXES

(million $)
SALES TAXES

SALES & USE oN EMPIOYEE

TAXES ON MERCHANDISE PERSONAL GENERATED

EQUIP. + AND CORPCRATE  INCOME SALES
YEAR BID. MATS, _SERVICES TAXES TAXES TAXES TOTAL
1986 $ 9.2 $ - $ - $ 7.7 $ 2.2 $19.1
1987 9.2 - = 7.7 2.2 19.1
1988 9.2 - - 7.7 2.2 19.1
1989 1.8 65.7 0.4 24.8 8.1 100.8
1990 1.8 65.7 0.4 24.8 8.1 100.8
1991 1.8 65.7 0.4 24.8 8.1 100.8
1992 1.8 65.7 0.4 24.8 8.1 100.8
1993 1.8 65.7 0.4 23.1 7.7 98.7
1994 = 65.7 0.4 23.1 7.7 98.7
1995 - 65.7 0.4 23.1 7.7 98.7
TOTAL $ 36.7 $459.9 $ 3.0 $191.6 $ 62.1 $755.1
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TABLE 12

INCREMENTAL STATE REVENUES FROM PROJECT

(million $)

SAIES & USE SALES TAXES EMPIOYEE

TAXES ON oN PERSONAL GENERATED

BQUIP, + MERCHANDISE CORPORATE INCOME SALES

BID. MATS. AND SERVICE TAXES TAXES TAXES TOTATL
1986 $ 9.2 $ - s - s 7.7 $ 2.2 $19.1
1087 9.2 - - 7.7 2.2 19.1
1988 9.2 - ’ - 7.7 2.2 19.1
1989 1.8 44,59 0.3 14.0 4.5 65.5
1990 1.8 44.9 0.3 14.0 4.5 65.5
1991 1.8 44.9 0.3 14.0 4.5 65.5
1992 1.8 44.9 0.3 14.0 4.5 65.5
1993 1.8 44.9 0.3 12.3 4.1 63.4
1994 - 44.9 0.3 12.3 4.1 63.4
1995 - 44,9 0.3 12.3 4.1 63.4
Total $ 36.7 $314.3 $ 1.9 $116.0 $ 42.3 $509.5

The following tables set out the methodology for computing these tax
revernues by source.

1. Sales and use taxes on building materials and capital equipment.

Current Minnesota law imposes a 6 percent sales and use tax on most
building materials. The June report estimates that 60 percent of the
total $1,020 million construction costs of the project will consist of
materials and equipment. Thus, the total amount of sales tax equals
$1,020 million x .6 x .06 = $36.7 million.

2. Sales taxes on net increases in retail sales.

The June report estimates that $425 million of the retail dollars
spent at the Center will be a net gain to the state economy. In a recent
memorandum to the Metropolitan Council, Triple Five Corporation allocated
the sales of the center (and square footage) among six categories:
department stores, apparel, food, furniture, eating and drinking places,
and miscellanecus retail.

These are the same categories for which the Department of Revenue
collects sales tax data on retail establishments. These statistics permit
a calculation of total taxable sales (equivalent to gross sales minus
deductions plus use tax purchases) as a percentage of gross sales.
Multiplying this percentage by Triple Five's retail figures and the result
by 6 percent yields the incremental sales taxes produced by the Center, as
shown in the table below.
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TABLE 13
INCREMENTAL SAIES TAXES FROM RETATL COMPONENT

(1) (2) (3) (4) (5)

GROSS PERCENTAGE GROSS NET

RETAIL NET RETATL, OF TAXABIE  SALES SALES

SATES 2 SAIES 2 SATES P TAXC TAXd

($ million) ($ million)

Department Stores 256.7 95.8 723 11.1 4,2
Food 34.5 12.9 .142 0.3 0.1
Apparel 393.8 147.0 .083 2.0 0.7
Furniture 70.4 26.3 .621 2.6 1.0
Eating Places 76.5 28.5 .924 4,2 1.6
Other Retail 313.5 114.6 . 380 7.1 2.6
Total 1,145.4 425.0 - 27.3 10.2

a. Sales by category: Memorandum from Myron Calof to John Harrington,
Metropolitan Council, August 26, 1985. $425 million net sales from
June report.

b. State of Minnesota, Commissioner of Revenue, Minnesota Sales and Use
Tax, Annual Report, 1983, Table 3, p. 10. The figure for department
stores was taken from unpublished Department of Revenue data listing
sales tax statistics at the 4-digit SIC code level. All other figures
are at the 2-digit level.

c. Colum 1 x Column 3 x .06.

d. Column 2 x Colum 3 x .06.

Sales tax estimates on convention center and recreation/amisement
expenditures can be made in the same way.

TABIE 14
INCREMENTAL SALES TAX REVENUES FROM CONVENTION CENTER COMPONENT

(1) (2) (3) (4)

" GROSS AND PERCENTAGE TOTAL GROSS AND
NET a OF TAXABLE TAXABLE NET SALES
CATEGORY SPENDING SALES® (1)X(2) TAXC
($ million)
Hotels 135.4 .942 127.5 7.7
Eating/Drinking 94.5 .924 87.3 5.2
Retail 34.6 .500 17.3 1.0
Transportation 19.2 .332 6.4 0.4
Misc. Entertaimment 31.3 .855 26.8 1.6
Total 315 - 265.3 15.9

a. Displacement neutralized by offsite spending by incremental delegates (see
p. 5 above). Distribution of reverues based on Nichols Applied Management,
(Draft Report) Mall of America: Taxation Impacts to the State of
Minnesota, August 1985, Appendix A.

b. See note b, table 13. Percentage for retail sector estimated. Percentage
for transportion sector assumes 80 percent passenger transit (taxicabs), 20
percent autamcbile services (car rental).

c. Colum 3 x .06.
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TABLE 15
INCREMENTAL SALES TAX REVENUES
FROM RECREATION/AMUSEMENT OOMPONENT

(1) (2) (3) (4) (5)

GROSS NET
PERCENTAGE  SALES SALES
GROSS NET OF TAXABLE TAX TAX
SAIES?® SPENDING? SAIES®  REVENUESC REVENUESS
($ million) ($ million)
Recreation/Amusement 116 97 .855 6.0 5.0
Eating/Drinking 116 97 .924 6.4 5.4
Retail 116 97 . 500 3.5 2.9
Hotel 116 _97 .942 6.6 5.5
Total 464 388 - 22.5 18.8

a. Estimated distribution. Totals from Nichols June report.

b. See note b, Table 13. Percentage for retail sector estimated.
c. Colum 1 x Colum 3 x .06.

d. Colum 2 x Colum 3 x .06.

Total gross sales taxes from the operation of the Center are $65.7 million;
net sales taxes total to $44.9 million.

3. Corporate income taxes on net increases in business activity

The net retail sales increments will also produce increases in corporate
taxes attributable to the project. These can be estimated in the same way as
sales taxes, as shown below.

TABLE 16

INCREMENTAL CORPORATE TAX REVENUES
FROM RETAIL CCOMPONENT

(1) (2) (3) (4) (5)

TAX
LIABILITY GROSS NET
AS CORPORATE CORPORATE
GROSS PERCENTAGE  INCOME INCOME
RETATL,  NET RETAIL OF TAX TAX
CATEGORY SAIES 2 SAIES®  GROSS SALESP (1) X (3) (2) X (3)
($ million) ($ million)
Department Stores 256.7 95.8 . 000229 $ 58,784 $ 21,938
Food 34.5 12.9 .000045 1,553 583
Apparel 393.8 147.0 .000226 88,999 33,251
Furniture 70.4 26.3 .000496 34,918 13,042
Eating Places 76.5 28.5 .000273. 20,885 7,781
Other Retail 313.5 114.6 .000167 52,355 19,116
Total 1,145.4 1425.0 - $257,584 $ 95,711

a. Sales by category: Memorandum from Myron Calof to John Harrington,
Metropolitan Council, August 26, 1985.

b. Commissioner of Reverue, Minnesota Corporation Income Tax, July 1983, Table
21, p. 24.
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TABLE 17

INCREMENTAL CORPCRATE TAX REVENUES
FROM CONVENTION CENTER COMPONENT

(1) (2) (3)

GROSS AND
NET

GROSS AND TAX LIABILITY CORPORATE

NET RETAIL AS PERCENTAGE INCOME TAX
CATECORY SATES @ OF GROSS SALESb (1) X (2)

($ million)

Hotels 135.4 .000148 $20,039
Eating/Drinking 94,5 .000273 25,799
Retail 34.6 .000110 3,806
Transportation 19.2 .000527 10,118
Misc. Entertaimment 31.3 . 000356 $11,143
Total 315 - $70,905

a. Displacement neutralized by offsite spending by incremental delegates
(see p. 5 above). Distribution of reverues based on Nichols Applied
Management, (Draft Report) Mall of America: Taxation Impacts to the
State of Minnesota, August 1985, Appendix A.

b. See note b, Table 14.

TABLE 18

INCREMENTAL OORPORATE TAX
REVENUES FROM RECREATTON/AMUSEMENT OOMPONENT

(1) (2) (3) (4) (5)

TAX
LIABILITY GROSS NET
aS CORPORATE CORPORATE
GROSS NET PERCENTAGE  INOOME INOOME:
SPENDING  SPENDING OF TAX TAX
CATEGORY ($ million)® ($ million)® GROSS SATES® (1) X (3) (2) X (3)
Recreation/

Amusement 116 97 .000356  $ 41,296 $ 34,532
Eating/

Drinking 116 97 .000273 31,668 26,481
Retail 116 97 .000110 12,760 10,670
Hotel 116 97 .000148 17,168 14,356
Total 464 388 - $102,892 $ 86,039

a. Estimated distribution. Totals from Nichols June Report.
b. Comnissioner of Reverue, Minnesota Corporate Income Tax, July 1983,
Table 21, p. 24.

This brings the total anmual increase in gross corporation taxes to
$431,381; the net increment is $270,374.
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4, Personal income taxes on net increase in employment

The increase in gross and net employment stimulated by the project
will result in added collections of personal income taxes and sales taxes,
as shown in the tables below.

TABLE 19
ANNUAL INCREASE IN

GROSS PERSONAL INCCME
AND SAIES TAXES

GROSS
GROSS EMPLOYEE
GROSS PERSONAL GENERATED
GROSS PAYROLL INCOME SALES
EMPLOYMENT 2 ($ million)P TAXES © TAXES 9
Construction
Phase T (1986-88) 3,234 $95. 4 7.7 2.2
Phase II (1989-92) 610 20.6 1.7 0.4
Operation
Direct 14,180 172.8 9.4
7.7
Indirect 8,366 167.7 13.7

a. Midpoint of range from Table 3.

b. Average salaries from Department of Revenue Model.

c. Average tax rate from Department of Revenue.

d. Comissioner of Revernue, Minnesota Sales and Use Tax, Annual Report,
1983, Table 3, p. 10.

TABRLE 20
ANNUAL NET INCREASE IN PERSONAL INCOME SAIES TAXES
NET NET
PERSONAL EMPLOYEE
NET NET INCOME GENERATED
EMPLOYMENT PAYROLL © TAXES 9 SALES TAX®©
($ million) ($ million)
Construction
Phase I
(1986-88) 3,234 @ 95.4 7.7 2.2
Phase II
(1989-92) 610 @ 20.6 1.7 0.4
Operation ,
(Direct) 7,557 P 92.1 5.0
« 4.1
(Indirect) 4,459 0 89.4 7.3

a. Gross employment; net construction employment not available.

b. Midpoint of range from Table 3.

C. Average salaries from Department of Reverue model.

d. Average tax rate from Department of Reverue.

e. Comuissioner of Revenue, Minnesota Sales and Use Tax, Annual Report,
1983, Table 3, page 10.
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